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In  clear  contrast  to  the  budget  submitted  by  the  previous 
administration,  the  Stephens  Administration  executive  budget  is 
balanced.  It  does  not  involve  a  major  tax  increase  or 
continuation  of  the  10%  income  tax  surcharge. 

The  work  required  to  bring  this  budget  into  a  balanced  state  was 
considerable.  The  past  administration's  history  of  using  one 
time  transfers,  treating  obligations  as  options  and  failing  to  be 
upfront  about  budgetary  matters  has  put  state  government  in  an 
untenable  situation. 

The  initial  executive  budget  promised  a  pay  increase  for 
employees  but  did  not  fund  it.  Almost  three-fourths  of  the 
budget  modifications  we've  made  were  to  cover  federal  welfare  and 
health  care  obligations  that  the  previous  administration  treated 
as  options.  And  our  budget  situation  was  made  worse  by  agencies 
which  submitted  $2  million  in  supplemental  requests  a  month  after 
the  executive  budget  was  released. 

These  past  budget  practices  have  put  state  government  financing 
in  a  "deep  hole"  and  greatly  limited  the  Stephens 
Administration's  options. 

Despite  the  restraints,  the  new  executive  budget  includes  $20 
million  in  personal  property  tax  relief,  a  significant  first  step 
in  equalizing  public  school  funding  at  the  local  level,  a  $13 
million  investment  in  the  state's  university  system,  improved  pay 
for  state  workers  and  replacement  of  tax  dollars  lost  by  local 
governments  and  schools  from  tax  relief. 

We  are  in  agreement  on  some  factual  matters  used  in  the  past 
executive's  budget.  The  revenue  estimates  of  the  Revenue 
Estimating  Advisory  Council  are  accepted.  The  prior 
administration's  individual  agency  budget  analysis  and 
modifications  are  left  intact. 

Overall,  the  new  executive  program  would  reduce  agency  budgets 
$10.4  million  over  the  biennium  and  145  positions  eliminated.  A 
hiring  freeze  with  review  and  stricter  budget  transfer  policies 
ar  currently  in  place. 

The  Stephens  executive  budget  is  a  change  in  policy  and  a  first 
step  toward  being  upfront  about  state  government  costs.  The 
administration  was  severely  hampered  by  past  budget  mangement  and 
the  short  time  allowed  to  rework  the  budget.  But  it  is  committed 
to  improve  the  state's  budget  practices  and  financial  situation  as 
it  works  toward  the  1992-93  biennium. 
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Pay  Plan 

The  budget  endorses  the  prior  administration's  pay  plan.  The 
major  difference  is  that  funds  are  budgeted  to  pay  for  the 
increase.  The  Schwinden  budget  did  not  provide  that  money. 
State  employees  will  receive  a  1.7  to  2.3  percent  increase  in 
total  compensation  from  FY89  to  FY90  and  an  additional  1.7  to  2.7 
percent  increase  in  total  compensation  from  FY90  to  FY91.  The 
lower  grades  in  statewide  salary  schedule  receive  the  laree^t 
percent  increases  in  total  compensation.  This  increase  in 
compensation  will  provide  for  additional  in  state  contribution 
for  group  insurance. 

Public  School  Funding 

A  budget  modification  of  $60.7  million  is  needed  to  take  a  major 
step  in  addressing  the  public  school  issue.  The  Legislative 
proposals  to  be  part  of  a  long  range  solution  are  currently  being 
prepared.  Specifically,  the  budget  modification  funds  the 
current  Foundation  program,  combines  the  retirement  with  the 
general  fund,  eliminates  the  retirement  fund  county  levy, 
equalizes  the  retirement  fund  needs  statewide,  equalizes  special 
education  costs  statewide,  and  reinstates  the  secondary 
vocational  education  funding.  These  items  take  steps  toward  more 
equity  and  recognize  the  importance  of  maintaining  the  quality  of 
our  public  schools. 

University  Funding 

A  budget  modification  of  $13  million  is  requested  to  increase 
funding  for  our  higher  education  system.  This  budget  increase 
includes  raising  the  level  of  indirect  funds  utilized  by  the 
universities  to  100%.  These  funds  can  only  be  used  in  the  area 
of  research  and  relate  to  the  original  funding  source.  The  funds 
are  not  to  be  used  for  general  operation  and  maintenance.  The 
higher  education  system  will  also  be  required  to  completely  join 
the  states  uniform  reporting  system  and  place  their  payroll  into 
the  state  system. 

Personal  Property  Tax  Reduction  Program 

A  budget  modification  of  $20  million  for  this  biennium  is 
proposed  to  reduce  personal  property  taxes.  This  is  part  of  a 
four  year  reduction  plan.  The  final  phase  of  this  program  will 
result  in  a  common  personal  property  tax  classification  tax  rate 
of  4  percent. 
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Revenue   loss   of   local   governments   will   be   replaced.     The 

mechanism  for  schools  will  be  through   the  Foundation   Program  and 

a  Block  Grant  Program  will  be  designed  for  reimbursing  cities  and 

counties. 

Revenue  and  Tax  Reimbursement  Adjustments 

Alternative  revenue  sources  are  proposed  to  balance  this  budget. 
Capping  the  permanent  coal  trust  either  permanently  or  for  this 
biennium  is  one  alternative.  The  other  alternative  will  require 
both  individual  and  corporations  with  income  not  subject  to  with 
holding  to  pay  quarterly  estimated  income  tax  payments.  THis 
system  follows  the  current  federal  income  tax  rules. 

Summary 

The  budget  presented  is  a  balanced  budget  and  meets  the 
Governor's  constitutional  responsibility.  The  budget  funds 
necessary  programs,  reduces  the  size  of  government,  increases  the 
commitment  to  higher  education,  takes  action  to  address  equal 
funding  of  public  schools,  and  reduces  personal  property  taxes. 
This  is  accomplished  without  tax  increases  and  without  the  income 
tax  surcharge. 


Governor  Stephens'  Executive  Budget  Modifications 
General   Fund   Summary 
(In  Millions) 


Actual     Estimate    Recommend 
FY  88      FY  89    FY  90-91 


Revenue  Adjustments 


A)  Capping  Permanent         1)  Permanently  $47,900 
Coal  Severance  Tax  Trust   2)  Only  1990-91  Biennium 

---OR--- 

B)  Individual  Income  Tax(Quarterly  Est.  Payment)      $26,500 
B)   Corporation  Income  Tax(Quarterly  Est.  Payment)       21.400 

Total  Revenue  Adjustments  $47,900 


Tax  Reimbursement  Adjustments 

Personal  Property  Tax  Relief 
Equalization  of  Retirement  Account 

Total  Tax  Reimbursement  Adjustments 

Disbursement  Adjustments 

Increased  University  System  Funding 

Fully  Fund  Pay  Plan 

Increased  Special  Education  Funding 

Increased  Vocational  Education  Funding 

Additional  Modifications 

Vacancy  Savings  From  2%  to  4% 

Total  Disbursement  Adjustments 


$20,000 

2.000 

$22,000 


$13,000 

16.000 

12.000 

1.800 

1.700 

-4.000 

$40,500 
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Governor  Stephens'  Executive  Budget  Modifications 
General   Fund   Summary 
(In  Millions) 


Actual 
FY  88 


Estimate 
FY  89 


Recommend 
FY  90-91 


Beginning  Fund  Balance 

Receipts 

Estimated  Receipts 
Revenue  Adjustments 

Total  Available 

Disbursements 


> 


$10,557 

$391,152 
$401,709 


Current  Level  Disbursements 

Foundation  Program  at  0/0 

Modified  Level  Disbursements 

Disbursement  Adjustments 

Legislative  Feed  Bill 

Miscellaneous  Appropriations 

Pay  Plan  Proposal 

Supplemental  Requests 

Disaster 

Trans  Interest 

Debt  Service 

Language  Appropriations 

Administrative  Appropriations 

Appropriation  Transfers 

Relinquish  Appropriation  Authority 

Continuing  Appropriations 

Reversions 


Total  Disbursements 

Adjustments 

Foundation  Program  Reversion 

Residual  Equity  Transfer 

Tax  Reimbursement  Adjustments 


$39,472 


$377,357 


$31,974 


$767,727 
$47,900 


$416,829    $847,601 


370. 

795 

362.752 

720.020 

0. 

000 

0.000 

9.655 

0.000 

20.719 

0.000 

40.500 

4.400 

4.400 

0.382 

0.000 

0.000 

17.630 

0.000 

0.000 

0.000 

3.719 

11.088 

22.041 

0.302 

0.123 

-2.679 

ty 

-0.825 
3.665 

-10.623 

-13.000 

$370 

.795 

$386,215 

$808,054 

4 

.707 

0.000 

3 

.651 

0.000 

0 

.200 

1.360 

0.000 
22.000 

Ending  Fund  Balance 


$39,472 


$31,974 


$17,547 


Surplus  as  %  of  Disbursements 


10.65% 


8.28% 


2.17% 
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